COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:
SANDY VALLEY WATER DISTRICT

COMPLAINANT
V. CASE NO. 96-161
CITY OF PRESTONSBURG AND
PRESTONSBURG CITY'S UTILITY
COMMISSION

Nt N Nt St vt “ua” s

ORDER TO SATISFY OR ANSWER

The City of Prestonsburg and the Prestonsburg City's Utility Commission
("Prestonsburg") is hereby notified that it has been named as defendant in a formal
complaint filed on August 1, 1996, a copy of which is attached hereto.

Pursuant to 807 KAR 5:001, Section 12, Prestonsburg is HEREBY ORDERED to
satisfy the matters complained of or file a written answer to the complaint within 10 days
from the date of service of this Order.

Should documents of any kind be filed with the Commission in the course of this
proceeding, the documents shall also be served on all parties of record.

Done at Frankfort, Kentucky, this 13th day of August, 1996.

PUBLIC SERVICE COMMISSION

S K Breerit—

Chairman M

—

ATTEST: Vice_Chajrman

N e Mgt Lt B

Executive Director Commissioner
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COMMONWEALTH OF KENTUCKY AUG - 1 1995
PUBLIC Stnvie.
BEFORE THE PUBLIC SERVICE COMMISSION CopaEn e
SANDY VALLEY WATER DISTRICT COMPLAINANT
V. COMPLAINT

CITY OF PRESTONSBURG AND PRESTONSBURG
CITY'S UTILITIES COMMISSION RESPONDENT

R R R o X K N w

Comes the Complainant, Sandy Valley Water District (hereinafter "Sandy
Valley") and for its Complaint against the City of Prestonsburg and the
Prestonsburg City’s Utilities Commission (hereinafter "Prestonsburg"), states and
alleges as follows:

1. Sandy Valley is a water utility authorized and created pursuant to the
Kentuéky Revised Statutes which provides retail water service to customers in
Floyd County, Kentucky. Sandy Valley is regulated by and subject to the
jurisdiction of the Kentucky Public Service Commission.

2. The Prestonsburg City's Utilities Commission is a commission
authorized and created by the City of Prestonsburg and in that capacity serves as a
retail water utility and provides both retail water service to citizens of the City of
Prestonsburg and wholesale water service to several water associations (including

Sandy Valley) and private utility companies in adjacent and contiguous territory.
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3. This dispute concerns the provision of wholesale water service to
Sandy Valley by Prestonsburg pursuant to a wholesale water contract entered into
between the parties on March 19, 1981, a copy of which is attached hereto as
Exhibit 1.

4. This Commission has jurisdiction over the instant dispute pursuant to

the recent Kentucky Supreme Court case of Simpson County Water District v. City

of Franklin, 872 S.W.2d 460 (Ky. 1994).

5. Under paragraph B(1)(c) of the contract attached hereto as Exhibit 1,
the wholesale water rate to be charged by Prestonsburg to Sandy Valley was
$1.35 per 1,000 gallons. Sandy Valley purchased water from Prestonsburg at that
rate until sometime in 1988.

6. In 1988, Prestonsburg, without the knowledge or consent of Sandy
Valley, increased Sandy Valley’s wholesale water rate from $1.35 per 1,000
gallons to $1.77 per 1,600 gallons.

7. The increase in wholesale water rates by Prestonsburg in 1988 was
contrary to and in conflict with paragraph A(5) and paragraph B(1-E) of the
Wholesale Water Purchase Contract, which contract restricted Prestonsburg’s
ability to impose such a rate increase on Sandy Vélley. Without regard tb the
illegality of the 1988 rate increase, Sandy Valley paid and remitted the $1.77 rate

to Prestonsburg from 1988 to date.
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8. In May 1993, Prestonsburg issued a notice to Sandy Valley that the
wholesale water rate to be charged by Prestonsburg to Sandy Valley was to be
increased from $1.77 per 1,000 gallons to $2.12 per 1,000 gallons.

9. After issuance of the notice, Prestonsburg did not in fact show an
increase in wholesale water rates on their wholesale water bill to Sandy Valley until
August 1994,

10. The wholesale water rate increase sought to be implemented by
Prestonsburg against Sandy Valley by raising the rate from $1.77.to0 $2.12 per -
1,000 gallons is unlawful and a violation of paragraph A(5) and paragraph B{1-E)
the Wholesale Water Purchase Contract attached hereto as Exhibit 1.

11.- Sandy Valley did not pay $2.12 per 1,000 gallons wholesale water
rate sdught to be charged by Prestonsburg for May.1993 through August 1994.
Also, Sandy Valley further has not paid the full increased water rate from August
1994 to date for charges which were subsequently included on Prestonsburg
wholesale water bills.

12. Sandy Valley refused to pay this increase because the increase is in
violation of the contract attached hereto as Exhibit 1 and constitutes rates Which
are unfair, unjust and unreasonable in violation of KRS 278.190.

13. This Commission should set and impose upon Prestonsburg a
wholesale water rate of $1.35 per 1,000 gallons as set forth in the contract

attached hereto as Exhibit 1 or, in the alternative, set such rates as the
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Commission deems to be fair, just and reasonable under the circumstances as
mandated by KRS 278.190.

14. The Commission should require Prestonsburg City’s Utilities
Commission to give notice to its customers, both wholesale and retail, of the
nature of this complaint, as well as the possibility that Prestonsburg’s wholesale
water rates to Sandy Valley might be affected or changed as a result of this
proceeding, and giving those parties seeking to intervene in this proéeeding the
opportunity to do so.

WHEREFORE, Sandy Valley Water District prays for an order from this
Commission:

(1)  Declaring and adjudging that a wholesale water rate of $1.35 per
1,000 gallons is the lawful, fair, just and reasonable rate pursuant to KRS 278.190
for Prestonsburg to charge Sandy Valley Water District.

(2) In the alternative, for the Commission to set a fair, just and reasonable
wholesale water rate pursuant to KRS 278.190 which Prestonsburg may lawfully
charge Sandy Valley Water District.

(3) For an Order declaring and adjudging that any deficiency currently
being alleged by Prestonsburg to be owed by Sandy Valley is erroneous because

(a) the amount was not billed by Prestonsburg in due course; (b) the amount was
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calculated using rates that were not authorized or approved by the Commission
and were based upon rates which are unjust, unfair, and unreasonable, in violation

of KRS 278.190.

Respectfully submitted,

EﬂJce F. Clark

Jason P. Thomas

STITES & HARBISON

421 West Main Street

P. O. Box 634

Frankfort, Kentucky 40602-0634
Telephone: (502) 223-3477
COUNSEL FOR COMPLAINANT,
SANDY VALLEY WATER DISTRICT
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WATER PURCHASE CONTRACT

This contract fot the sale ond purchase of waler is entered into as of the ~19th  day of ~,___.,_‘;4,§\_,I‘,Qh._..-._..._._..,._,

1981, between the _P'e3tonsburg City's Utilities Commission

P. 0. Box 468, Prestonsburg, Kentucky 41653
(/.lddrcs:)

hereinafter referred to as the *Seller’” and the —_Sandy Vallev Water District

P. 0. Box 248, Betdy Layne, Kentucky 41605
(Address)

hereinaftet referred to'as the “'Purchases”,
WITNESSETH:

KRS_2713

Whereas, the Purchaser is organized and cstablished under the provisions of of the

Kentucky

Code of . for the purpose of constructing and operating & watet supply distribution

system serving water users withiy the area descrided in plans now oa file in the cffice of the Purchaser and to accomplish
this purpose, the Purchaser will tequire a supply of treated water, and
[}

Wheceas, the Seller owns und o};emres a water supply distribution system with o capacity cunrently cupuble of serving the
present customers of the Selier's system and the estimated number of water usecs (o te stived by the said Purchaser gs shown
in the plans of the system now on file in the office of the Purchaser, and

Whereas, by No.

enacted on the 10th

Resolution day

of March , 19 81

. by the Seller, the sale of water to the Purchaser in accordance

with the piovisions of the said Resolution

was approved, and the execution of this tontract

cartying out the said Resolution
and attested by the Secretary, was duly authorized, and

by the __Presfonsburg City's Utilities Commi g

Vhereas, by _Besolution of the __Board of Directors

of the Purchaser, enacted on the

day of

.19

the purchaze of water from the Seller in accordance with the terms set forth in the said __Contract

—

was approved, and the execution of this contract by th-- Chairman

attested by the Secretary was duly authorized;

, and

Now, therefote, in conciderstion of the foregoing and the mutual agreements hereinafter set forth,’

A. The Seller Agrees:

1. (Quality and Quantity) To furnish the Putchaser at the point of delivary heseinafter spzcificd, dwing the temm of

Pt ——

this contiact or any renewal of cxtension thereof, potable treated water mecting applicabls purity standads of the |

Kentucky Health Department

in such quantity es may be requited by the Puréxaglelz'g&w&&£3wn_gallons parmenth.  The upper limidg

of 3,000,000 gal}Ons-per month may subsequently be increased by agreement
between the parties, FIA 242-30 (Rev. 4-19.72)

EXHIBIT 1
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v fusther nutuadly Czieed Between the Seller and the Putehase: us folluwn:

e m— -

1. (Femn of Contenaty That s enntinct shull extend los atenaof &0 . yeruts bee the e of the initiad
detivery of way water as shown by (ke ficst Uil submittad by the Selier 1o the Purchoaser wad, tesalies iy b nene el ot
catended o such temm, Gt betas, 83 moy be agiecd upen by the Seller mnd Parchaser,

2. (Delivery of Water) That _...3.Q‘________da','s psior to the estimated dite of completian of consteuctivn of the
d §-§'§m&cxwxp&xytixbdinx'm«xasmx\‘i(ocRaobxsexxbnxagxtgx)wmmwxmgxag NRL LN XL LXK YA XK X
“qxxxxggg¥~ Seller's water supply distrihution system, the Seller will notify ty
. Purc?asar iP riting the date for the initlal delivery of water.
. (Watec lor Testing) When requested by the Putchaser the Scller witl make availeble o the contruior ot the
point of delivery, or other paint reasanshly close theicto, vuter sufficiznt for testing, flushing, wn! tieacl filling the system
of tie Purchasetr during construction, incspective of whether the metering cquipment g been inst-dlad at thid tiwe, ot 2

$1.35 Per Thousand
flat chatge of S —Gelteona——— which will be puid by the contractor or, on his {uiluee to pay, by the Purchuser,

- 4. (Failure to Delives) That the Seller will, at sl times, operate wnd maintuin ity wostem v an elficizal maunes
) and will tuke such action ws may be nacessary 10 futaish the Purchiser with quantities of vater resgnioal by the Purchaser,
Tempotasy or partial failures 1o deliver weutze shall be renedied with all possible ddispateh. b e svent of an et nded
shortuze of water, or the wnoply of water availuble to the Suiler i3 otherwise diminished uver an estended puind of thue,
the sunply of water to Purchuser's conswiners shall be reduced of diminizhed In the swie emtio 0 prapation s the suaply to

. Selle” 5 consumers is reduced or diminished,

5.5 (Mocification of Contrict) That the provisions of this contract pettaining tu the sehodute of iates o le paid by

the Purchaser for water duliverad are subject to modification at the vad of every L1 _yi potiod. Auy incicuse of
dacrease in rates shall be basid oo v demonsteable increase or docrense in the cosis af pottotanes hetcunder, bat such
cents shall not include increused capitulication of the Scller's system, Othur provisions of this coatonct may he madified or |
eltered by mutwal sgreement. Or at anytime rates are lncreasedf}p the citizens within
the corporate limits of the City of Prestonsburg. <27 175CALAES (12/r) Q{;{xf)

6. (Regulatory Agencizs) That this confryct is subject G such rules, regulstions, or luwn ws may be appheidle 7
to similar ngreements in this State and the Seller and Purchaser will colluborute in obtuining such pommits, certifivatas, or the
like, as nay be required to comply therewith,

7. (Miscclliancous) That the consteuction of the water suoply distribution system by lh;—sﬁ&&xitxﬂ‘r in beiug fivunced
by a loaa made or insured by, rod/or & graat frem, the United States of America, acting throush the Fatmees Home Administra.
lion of the United Stales Depurtment of Apriculture, and the provisions hereof pesteining tu the uncertubing = of the Purchaser

* are conditicaed upon the approval, in writing, of the State Director of the Farners Home Administrativa,

8. (Successor to the Purchaser) That in the event of uny occurence tenderizg the Putchicer jucupable of pes
forming under this contracl, any successor af the Purchaser, whether the result of legal process, ussiynmunt, of othurwvise,
shall succeed to the rights ol the Pyrchaser hersunder,

9. In the event chlorination of water referred to in this agreement
should be required beyond the metering equipment provided in paragraph A.3
such treatment shall be the responsibility of purchaser. -

T
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‘ . 8" main to be construgtad .
-—-9--0—2—'--5-"-1'5',*------ffﬂ?n hn %kﬁ&i}l{n ° et e b DG&JON%GX'.NN’XYX”’ o point Iowateed _, -
7near. the Moukh of Mare Creek, Floyd Co., Ky., & Blackburn's Greenhouse

L 2. (Point of Dalivery und e O That water wil! be fumished at o reasond coesiant proshure Calalaed

Hoa preater pressute than that nomally aeailable at the poial of deliviny is required By the Pucbases, e cost of pioviding
such greater pressuie shall be botne by the Purchuser. Emergency fiilures of preszure ot cupnly due 1o maia cupply line
breuks, power fuilute, floed, {ire pnd use of water to fight fire, caithquake or other cul:n-.-.!rc\phc‘sh.:ll envuse e Sclll--r from
this provision {or such rcazonable period of time as 123y be nzcessary to 1oslore service,

3. (Metering Equigtaznt) To fumish, install, upeiate, and maintiin at its own expense at paint of deliviry, the
aeccasary metering equipnent, including a meier house or pil, and requiced devices of sisndaed tyee for properly mensuring
the g:ratily of waler delivered to the Purchaser und to calibrats such metering equipment whoaa n:.qu::lcd by the Porchuser
but nu: more [tequently than once every twelve (12) months, A metur tegistering not more lhaan tue peicent (23) wbuve or
belox the test 1ogult shall be deemed to be accurate. The previous readings of any meter discloned by test to be intecurate

L)
shall be corrected for the Thrae (3) ) meaths previous te such tewt in econlancs with the percentage of
inacusacy found by such tests. 1f auy meter fuils o register for any period, the amovat of water furaishsd during ench putiod
shall be deemed to Le the wnount of water delivered in the curresponding period immediately prioe o the foilure, valoss Seller -

and Purchager shnl.l agrae vpon a different waount, The metering cquipment shall be reud sxBetween 1-5 .day_of. quth
An sppropriate official of the Purchaser at all seieanable times shall bave access to the meter fur thas puyeite of verilying
its rendings.

4. (Billtnz Procedure) To furnish the Purchaser atl the above addiess ot Juter than the e XQEh ___day of

each mor:th, with an itemized statement of the unsunt of water Funished the Purchuser Guring the prosading auaih,

B. The Purchaser Agress:

!
1. (Rates and Payment Date) To pay the Seller, not later than the ._20th day of cach miondh, for water
delivered in accordance with the {dliowing schedule of rates:

a. $4,141.75 . dorthe firzr 3,000,000 gullons, which umount shall also be the

minimum rate poc month,
R R R O R R PUE O K R X SR

OB IDRK KN KLU XL XXX XX 3% R0 X X

e. § 1435 cents per 1060 gallons for water in excess of __ 5,000,000

Ay _gallons.

1-A If booster pumps shall be required by purchaser to increase the
P.S.I. for its system, said pumps shall be furnished by purchaser
but shall, in no event, exceed 100 gallons per minute capacity.

1-B The purchaser agrees to purchase a minimum of 3,000,000 gallons of
water per month at Prestonsburg City's Utilities Commission outside
Corporation water rates, for a period of forty (40) years.

1-C No water for fire protection is guaranteed under this contract. ﬁf

1-D In the event of a future rate change, the buyer will be notified in |3
writing, by Seller, ninety days before putting new rate into effect.|;

1-E  All subsequent rate changes will be of the same percentage oI change
as applied to all the customers in the city limits of Prestonsburg.

? {Conncetion Fern) To pay aznoen agresd eost, a counncction foe to connact the Selled’ s systear with the Sy slenm
o b h g of bt . . . . .
of thv Pusbuser, the sue of L NZR& . . dollars whies Whall cover any and all otz of the Sellen b installation

of the metnting cquipaent mnd..BQ.Q§E§E..BE_mp & Meter Equipment to be supplied by

Prestonsburg City's Utilities Commission, not %to exceed 3Y water méter
and 100 gallon a mipnute booster pump.




Mol

ifnear whereof, the parties hereto, we? undr authority ef their renpactive go\'crniug( s, huve caured thiv eontract

o bz duly executed In £1Y8_{5) __ counterints, cach of which skall constitute an origin .l

Saller;

Prestonsburg City's UtiliL;es Commis

: | By J;,. /( }7GL§/£N(~— £ 4&1

P
3

Attest; Titte _Chairman

/////J,\

 Secreti ry

///////%am'

‘ Sandy Valley Water District
; >

' By /il // )?%V/’ © /2

Atltest

. Tite _ Chairman
<e f/& oz J (V /L" Oy

Secratary e~~~

|
This contnct Is approved oa behalf of the Faimers Home Administration this

Purchaser:

~7

. e &

— day ol

) R

Title




